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1979 IVORY COAST ECONOMIC TRENDS 


SUMMARY 


One of sub-Saharan Africa's most stable countries, Ivory 
Coast continues to preserve the open orientation of its economy. 
the inflow of foreign capital, labor, and expertise is welcomed 
by the country's leadership. Ivory Coast remains committed to 
expanding its participation in world trade while building a 
modern industrial base. 


The Ivorian economic strategy has paid remarkable divi- 
dends since independence. Despite ups and downs in world 
commodity prices, Ivory Coast has maintained an average real 
growth rate in excess of seven per cent since 1960. Growth 
was particularly rapid in 1976-77 when record coffee and cocoa 
receipts were used to finance a major investment program 
designed to upgrade the country's industrial capability and 
infrastructure. At the same time, the Ivorian Government 
took advantage of its favorable reputation in international 
financial markets to obtain supplemental investment funds 
through Eurocurrency syndications and suppliers' credits. 


The investment spurt was not without costs,however. By 
early 1978, Ivorian policymakers had become convinced that 
the economy was seriously overheated and that corrective actions 
to slow inflation and curb imports were needed. A one-year 
stabilization program involving the IMF was enacted in July 
1978 which aims at improving the structure of the external 
debt and reestablishing control over the money supply. in 
response to the government's tighter money stance, investment 
and growth have begun to taper off. Nonetheless, the Ivorian 
economy expanded by a very respectable seven per cent in real 
terms in 1978 and racked up another large trade surplus 
estimated at $630 million. 


The government's 1979 investment and administrative budgets 
have been reduced significantly and several key industrial 
projects have been curtailed for the present. At the same time, 
the commitment to improving the country's infrastructure, 
widening the Ivorian industrial base, and continuing the 
agricultural diversification program remains unchanged. Despite 





somewhat slower growth, enterprising US companies which are 
willing to explore the Ivorian market thoroughly can make 
profitable sales particularly in the consumer, agricultural 
equipment and capital goods industries. 


END SUMMARY 


CURRENT ECONOMIU SITUATION AND TRENDS 


Unusual Political Stability 


President Felix Houphouet-Boigny, the venerated leader who 
played a predominant role in pre-independence francophone West 
Africa and has led his own nation since independence, was -re- 
elected in November 1975 to another five-year term. At 73, 
he continues to enjoy excellent health and has stated that 
he will seek another five-year term in 1980. The general 
consensus is that the Ivorian leadership is thoroughly imbued 
with President Houphouet-Boigny's principles and practices, 
and that these will be continued after Houphouet. Ivorianiza- 
tion (the replacement of expatriate cadre by trained ivorians) 
is proceeding gradually but the ivorian Government continues 
to welcome expatriate assistance in technical and management 
capacities. Although ethnic allegiances still exist, Ivorians 
are proud of their accomplishments as a nation, particularly 
their rapid economic development. 


Development Strategy 


In the 18 years since independence, the government's 
primary economic objective has been to maximize growth by 
explating the country's comparative agricultural advantages. 
Borrowing a page from the classical economists, lvorian 
planners concluded that given the low historical level of per 
capita income prevailing at independence, expansion of agri- 
culture, industry and commerce -- even if accompanied by some 
inequality -- represented a more promising means for raising 
the living standard of the average Ivorian than redistribution 
efforts. In pursuit of this objective, the Ivorian Government 
has welcomed the participation of foreign venture capital, 
expertise, management skills, and even unskilled labor. while 
encouraging the development of a vibrant private sector, the 
government has simultaneously established a large number of 





specialized agencies and parastatal companies (Societes 
d'Etat and Societes d'kconomie Mixte) to manage development 
programs. The result is a mixed economy which stands out 
among Third World states in its openness to foreign inputs. 


This dual strategy is particularly evident in Ivory 
Coast's industrial development policy. In 1960, total in- 
dustrial output amounted to only $87 million reflecting 
Ivory Coast's relatively limited minerals base and small domes- 
tic market, which reached seven million inhabitants only in 
1976. Conscious of these disadvantages, the Ivorians resolved 
to create financial inducements sufficient to attract foreign 
investors. First, government policy statements made clear 
that lvory Coast welcomed investment from abroad. Next, a 
liberal investment code, substantially unchanged since 
independence, was enacted into law which provides investors 
with exemptions from import duties on raw materials, tax 
. holidays, and unrestricted repatriation of profits and earnings. 
To improve the investment climate, the Ivorians have developed 
the best infrastructure in West Africa: modern, efficient 
port facilities, an excellent all-weather road system, a 


reliable power-supply grid, and good domestic and international 
communications links. 


At the same time, the Ivorian Government has in recent 
years established a large network of specialized parastatal 
corporations to develop key sectors of the economy. Thus, 
while the production of the country's two main export crops, 
coffee and cocoa, remains the province of small peasant 
farmers, the expansion of newer agro-industries such as palm 
oil, sugar, pineapple production and processing, and rubber 
production and transformation have been carried out on an 
industrial scale by specialized Societes d'Etat. As the 
resources available to finance Ivorian development have in- 
creased, so have the investment expenditures of the para- 
statal corporations, far outstripping private sector invest- 
ment. Of the $6. billion (1975 value) in investments called 
for in the draft 1976-80 plan, $3.6 billion was to have been 
financed by the government directly and through its specialized 
parastatal agencies, leaving $3.3 billion to be financed by 
private sources. Although precise figures are not available, 
it appears that investment spending by the government sector 
will far exceed planned amounts while private-sector invest- 
ment will fall short of the plan's target. 





To date, Ivory Coast's development strategy has paid 
remarkable dividends. Since 1960, real gross domestic product 
has increased at an average annual rate of /.5 per cent. 
Although Ivorian planners expect growth to taper off in 
1979-t1 as ongoing projects are completed, real growth in 1978 
is estimated to have exceeded seven per cent, considerably 
above expectations. Per capita income (calculated in current 
prices and prevailing exchange rates) reached $1133 in 1978, 
well above income levels in neighboring West African states. 
(It should be noted, however, that much of the increase is 
attributable to inflation; 1978 per capita income computed 
in 1973 prices would amount to only $490.) 


While all sectors of the economy have contributed to the 
expansion of output, the main stimulus has come from the 
export sector. The three main exports -- coffee, cocoa, and 
timber -- have all registered impressive gains since independence 
and the agricultural diversification program has produced some 
results. Ivory Coast now ranks as the worid's leading ex- 
porter of cocoa, and ranks third in the export of coffee and 
palm oil. Although timber exports have clearly peaked, 
production of pineapples, palm oil, cotton and bananas 
decrease somewhat the country's heavy dependence on coffee, 
cocoa and timber exports. New crops such as rubber and 
sugar will help diversify exports in coming years. Nonethe- 
less, the economy's prosperity depends to a large extent on 
prevailing coffee and cocoa prices; in recent years, these 
products have earned about 60 per cent of export receipts. 


1978: Authorities Act to Bring Economy Under Control 


By early 197%, Ivorian economic policymakers were con- 
vinced that the economy was seriously overheated and foreign 
debt was increasing too rapidly. ‘'I'hey concluded that cor- 
rective actions would have to be undertaken to put the economy 
on a more even keel. In consultation with the World Bank and 
the IMF, the Ivorian Government undertook a program to improve 
the country's external debt profile and to reestablish control 
over monetary aggregates. Foreign borrowing in 1978 was re- 
duced significantly and government svending was cut. A number 
of costly industrial and social projects were reduced in scope 
or delayed. Meanwhile, the Ivorian Central Bank 





(Banque Centrale des Etats de l'Afrique de 1'Ouest-BCEAO) 
undertook a series of measures to slow inflation and reduce 
the rate of investment. Relying on classic monetary tools, 
the BCEAO managed to trim Ivory Coast's inflation rate to 
13 per cent in 19/8, a considerable improvement over the 27 
per cent inflationary surge encountered in 1977. In the 
short run, the BCEAO's stabilization measures do not appear 
to have seriously affected the economy's overall growth 

(an estimated 7.3 per cent) which is largely a function of 
agricultural production rather than changes in investment 
flows as is the case in more industrial societies. 


The Ivorian export sector -- despite declining commodity 
prices -- performed better than anticipated in 19/8. While 
exports of processed and semi-processed timber declined by 
20 per cent in volume terms, cocoa prices remained at relatively 
high levels and the 1978-79 crop estimated at 300,000 tons 
was a record. 1978-79 coffee production was estimated at 
270,000 tons, although lower coffee prices have decreased 
export earnings somewhat from the extraordinary levels 
achieved in 1976-77. 


Imports increased by an estimated 17 per cent in 197% 
while Ivorian exports registered a gain of approximately 
6.5 per cent, resulting in a trade surplus estimated at 
$630 million. Despite rising debt service and the relatively 
large outflow of repatriated profits and worker remittances 
of the expatriate sector, long-term capital inflows will 
produce a comfortable overall balance-of-payments surplus on 
the order of $90 million. 


1979-80: A Breathing Spell 


Aithough an impressive array of industrial and agricultural 
projects will still be undertaken in 1979-80, the revised 
1979-81 Loi Programme (rolling three-year plan) and the 1979 
Budget Special d'Investissement et d'Equipement (BSIE - govern- 
ment capital investment budget) have been pared significantly. 
The 1979 BSIE calls for capital spending of $1.04 billion, a 
cut of seven per cent in nominal terms from the 1978 BSIE 
and a reduction of roughly 20 per cent if inflation is taken 
into account. Likewise, the government's administrative budget 





has been trimmed by an estimated five per cent in real terms. 
Import taxes have been raised significantly to ensure fiscal 
balance and value-added taxes on luxury items and alcoholic 
beverages will be boosted. In summary, government spending 
at all levels will be more closely controlled than in recent 
years and investment plans of the parastatal sector will be 
under greater constraints. Priority is to be given to pro- 
ductive investments which are export-oriented. 


Although it now seems clear that a major petroleum find 
is not in the offing, exploration efforts are continuing. The 
Esso/Shell/PETROCI consortium has now completed 20 offshore 
test holes and is moving ahead to exploit the Belier oil 
deposit located 15 kilometers off Grand Bassam at a depth of 
150 to 200 feet. Production is to begin in late 1980 with 
preliminary estimates of /0 million barrels in place in the 
deposit and proven recoverable reserves of 11 million barrels. 
Relatively modest, the deposit would cover only 25 per cent 
of Ivory Coast's present annual crude consumption at maximum 
exploitation rates. The Ivorian oil company PETKOCI is 
drilling onshore near Jacqueville and Grand Lahou and the 


Phillips/AGIP/PETROCI consortium apparently will continue 
offshore exploration efforts. While not directly linked to 
the exploration program, plans are well advanced for a major 
expansion of the Abidjan refinery complex. The expansion, 
estimated to cost at least $350 miilion, will double capacity 
from two million to four million tons of product. 


Major investment programs to improve and expand Ivory 
Coast's already impressive infrastructure network are con- 
tinuing despite the spending slowdown. A major hydroelectric 
project at Taabo on the Bandama River was put into operation 
in late 1978 and construction has already begun on the Buyo 
dam bridging the Sassandra River. Taabo has an installed 
capacity of 200 MW and will generate an average of 1U00 GWH 
annually; Buyo is expected to produce 1,500 GWH when it comes 
onstream in the mid-1980's. Expansion of the highway network 
is moving ahead although at a somewhat reduced pace. Major 
axes of development will include an Abidjan-Ghana international 
route, east-west roads in the less-developed north, and im- 
provement of the highway network centered on San Pedro, Ivory 
Coast's second largest port and the heart of economic activity 
in the country's largely undeveloped southwest. 





The agricultural diversification program will receive 
large investment outlays estimated at more than $1.3 biilion 
in 1979-81. However, due to the serious cost overruns and 
difficult marketing conditions, Ivory Coast's sugar program 
has been trimmed from twelve refineries to six. Construction 
is well-advanced at all sites and all refineries should be 
in production by 1981-82. Plans call for production of 
150,000 tons of raw sugar by 1980, although this timing may 
be optimistic. kKeforestation programs are to be undertaken 
more actively and programs to expand pineapple, rubber, and 
palm oil output are ongoing. A major program to introduce 
soybean production is being mounted while investment in 
coffee and cocoa plantations will be continued at normal 
levels. 


IMPLICATIONS FOR US FIRMS 


Despite the postponement of several key industrial projects 
such as the Mount Klahoyo iron-ore pelletizing project which 
would have a price tag of as much as $2 billion and a proposed 
paper pulp mill to be sited at San Pedro, investment spending 
under the 1976-80 plan will exceed preliminary estimates. 

As noted above, agricultural expansion and diversification 
remain the focal point of Ivorian investment planning and 

the foundation of the economy. While efforts to expand Ivory 
Coast's agricultural processing capacity and to find foreign 
enterprises willing to make equity investments in smali-scale 
import-substitution industries have been fairly successful, 
locating partners willing to invest significant sums in 

major export industries has proven a much more formidable 
problem for an economy which lacks extensive mineral resources 
and which has high production costs in industry. 


France has by far the largest share of foreign investment 
in Ivory Coast, is its largest supplier and market, and has 
assumed a major responsibility for assuring Ivory Coast's 
development. The French connection has worked well both for 
French and Ivorian interests, but President Houphouet-Boigny 
has made it clear that Ivory Coast does not wish to be regarded 
as a "private game preserve" of the French. Indeed, trade 
with other EC member states and Japan has expanded significantly 
in recent years at the expense of French exporters. Leading 





US firms such as Caterpillar, Xerox, 3M Corporation, Kaiser, 
Motorola, Colgate-Palmolive, and others have shown that 
profitable sales and investments can be made in Ivory Coast. 
While concerns over rising foreign debt have caused the 
Ivorians to rework the country's investment program, aggres- 
sive US firms will be able to make sizeable sales if they are 
willing to make a major marketing commitment. 


Ivory Coast hopes to attract more US investors. 
Ivorian investment laws are among the most liberal in the 
Third World. Virtually any foreign firm can qualify to do 
business in this country simply by registration. Prior 
approval is required only in the case of a few restricted 
fields (for example, certain foodstuffs, processing of 
agricultural commodities, finance, transportation, and public 
utilities) or if the benefits of duty and tax concessions 
are being sought by the investor. A new investment code is 
being considered at present which would favor the establish- 
ment of export-oriented industries. The CFA franc in use in 
Ivory Coast, Senegal, Upper Volta, Benin, Niger, and Togo is 
pegged to the French franc at the rate of 50 CFA = 1 FF and 
its convertibility is guaranteed by the French Treasury. 
Equity and profits of foreign investors are freely transferable 
abroad. 


Current book value of US direct investment in Ivory Coast 
totals over $150 million and is concentrated largely in 
petroleum distribution and exploration, banking, insurance, 
textiles and garments, consumer goods, and chemicals. 
Abidjan's emergence as the leading commercial and financial 
center in francophone Africa, coupled with its excellent port 
and communications facilities has induced more than 80 US 
companies to establish local and regional offices here. Legal 
and accounting services are also being provided by American 
firms and the opening of branches of Citibank and Chase Manhattan 
has improved competitiveness in the Ivorian financial sector. 
Leading US banks have played a major role in financing the 
development of the Ivorian economy through export credits 
and Eurodollar syndications. Present US bank exposure is 
estimated to be in the range of $500 million. 





United States direct exports rose from $100.9 million in 
1976 to $142.2 million in 1977/7. Although final 197% trade 
figures are not yet available, US exports amounted to some 
$112 million in the first eleven months of 197%. The US 
share of the Ivorian import market has remained constant at 
about 13 per cent in recent years if only direct US exports 
are considered. The US market share would rise significantly 
if re-exports from Europe and exports from US-owned sub- 
sidiaries were included. The best sales opportunities for 
US firms over the next three years appear to be in consumer 
goods and appliances, construction equipment, energy systems, 
and agricultural equipment. 


The chief institutional hindrance to incremental US 
sales in this growing market has been the closeness of 
historical ties between Ivorian importers and European 
(particularly French) export houses and companies, coupled 
with the unwillingness of US exporters to adapt their paper- 
work and shipping procedures to the particular requirements 
of this market. Ivorian importers complain that some US 


companies fail to respond quickly to order requests and in- 
quiries, while US firms counter that they have difficulty 
in introducing their products through Ivorian distributors. 
However, when American companies make the effort to adapt 
to the market, develop effective distribution systems and 
undertake promotional advertising campaigns, they often do 
very well in Ivory Coast. 





IVORY COAST ECONOMIC INDICATORS 


(Figures in millions of dollars except where otherwise noted)= 


1976 1977 19787 


NATIONAL INCOME ACCOUNTS 


GDP (current prices) 

GDP real growth (Z) 

Implicit GDP deflator (%) 

Population ('000s) 

GDP per capita (current prices) 

- (1973 prices) 

Gross fixed capital, formation 

Fixed capital/GDP (2) 

Consumer price index (1970=100) 
European Index (year average) 
African Index (year average) 

Exports/GDP (%) 


GOVERNMENT FINANCE 


General Operating budget (BGF) 
Capital investment budget (BSIE) 
Official external debt 
Disbursed 
Disbursed and undisbursed 
Debt service (principle and 
amortization) 
Debt service/exports of goods 
and services (%) 


MONETARY SECTOR 


Money supply 
Cash and sight deposits 
Cash and sight deposits 1627 
plus time deposits 
Discount rate .0 
Foreign exchange (quarterly average) 82.9 
Foreign assets (net) - 12.1 
Central bank & deposit money banks 


% Change 


1978/77 


Proje 


gted 


1979 





AGRICULTURAL PRODUCTION (000 M.T.) 4 976 ; ouee Praiecte 


Coffee 308 ‘ 270 
Cocoa 231 ; 300 
Palm Oil 151 150 
Sugar (refined) 22 52 
Bananas 192 170 
Pineapple 240 . 275 


ELECTRICITY PRODUCTION (GWH) 1114 


Hydroelectric 343 
Interconnected thermal 714 
Unconnected thermal 57 





Projected 
1977 19782 19793 


BALANCE OF PAYMENTS 


Exports, FOB 

Of which: 
Coffee (green) 
Cocoa (all forms) 
Wood 


Imports, FOB 

(A) Balance on trade acct. 

(B) Services (net) 

(C) Unrequited transfers (net) 


(D) Balance on current account 
(A+B+C) 


(E) Capital movements (net) 


Overall balance (D+E) 
(Including errors and 
omissions) 


US - IVORY COAST TRADE 


Imports from US, CIF? 


IC exports to US, FOB 
US-IC Trade Balance 


I All GDP and domestic data were convened to dollars at the rate of 215 CFAF = $i. 
Most 1978 data is provisional. 
1979 data is Embassy estimate based on GOIC statistics. 
US-IC trade data for first 11 months CY 1978. 
Principal US exports to Ivory Coast in CY 1978: rice $15.5 million, Kraft paper 
products $15.5 million, road-building and excavating equipment $11.6 million, 
air conditioning and refrigeration equipment $4.7 million, tractors $9.3 million, 
electrical generating equipment $6.6 million, motor vehicle parts $4.9 million, 
iron and steel tubes and pipes $3.0 million. 





Regional Marketing Managers 


Commercial and economic information on most trading part- 
ners of the United States is available from the U.S. Depart- 
ment of Commerce. 

A Regional Marketing Manager is responsible for the areas 
listed below. Assistance or information about marketing in 
these countries may be obtained by dialing these key people 
directly: 202-377 plus the given extension. 


Area Extension 


Far East 
East Asia, Taiwan, Australia, and 
New Zealand 
Southeast Asia and Sub continent 
Japan, Korea and Hong Kong 


Area 


Africa 


(except Algeria, Egypt, Libya, Morocco and 
Tunisia—see Near East Listing below) 


Canada 
Eastern Europe 


Europe 
France and Benelux Countries 
Germany and Austria 
Italy, Greece and Turkey 
Nordic Countries 


Latin America 
Extension 


Andean and Caribbean countries 


Brazil and River Plate countries 


Near East 


Mexico and Central America countries 


Egypt, Iran and Israel 

Algeria, Libya, Morocco and Tunisia 

Bahrain, Iraq, Jordan, Kuwait, Lebanon, Oman, 
Peoples Democratic Republic of Yeman, Qatar, 
Saudi Arabia, Syria, United Arab Emirates, 
Yemen Arab Republic 


USSR 


Spain, Portugal, Switzerland and Yugoslavia 


United Kingdom 


People’s Republic of China 
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Digests of important congressional and Government 
actions 


The latest U.S. export and import figures 


Fill in the order form below to start your subscription 
to BUSINESS AMERICA. It’s the $34 business 
investment that pays dividends every two weeks. 
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